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Infroduction

A Global pandemic  affecting all facets
of RI health and economy

A Uncertainty persists
A First quarter of state fiscal year is over

A In the absence of an adopted FY 2021
budget, legal authority to spend
governed by state law allowing prior year
budget in increments
Action expected later this year
Governoros FY 2022 budget



Infroduction

A Status of state budget issues with all
available info
AFY 2021 Governords budg
AFY 2020 Closing
A November CEC/REC results
A Q1 reports
A OMB COVID spending reports/portal

A Staff analysis
A Some items subject to frequent change

A HFAS interpretation and perspective



Infroduction

A Preliminary Closing 0 September 8

A Agency budget requests 0 Oct 1(due)
A Agency Q1 reports 0 Oct 30 (due)

A Caseload estimates o November 2

A Revenue estimates o November 6

A Budget Office Q1 report 0 Nov 16

A FY 2021 Budget Action ?

A Audited Closing 0 ???
AGovernor 0s0oJdn@dld g et

A Agencies Q2 0 Jan 30



Infroduction

A Bleak fiscal picture has brightened some
A Favorable FY 2020 closing
A Improved revenue forecast
A Lower caseload costs

AWidened opportunities to access federal
funds for state spending relief

A Major challenges in near & longer term

A Slow recovery

A COVID response costs that outlast 12/30
deadline on biggest federal aid source




Budget Gaps and Deficits

A Deficits or surpluses

A Actual or projected differences between
resources and expenditures in the  actual
year or current year

A Budget Gaps
A Projected differences between estimated
resources and estimated expenditures in the
budget year and out years

I Governor must submit a balanced budget to the
Assembly for the Budget Year

I Out years must also be presented



Budget Gaps and Deficits

A Budget gap/deficit projections always
tricky & subject to varied assumptions
A Starting point vs ending point

A For future year i tc@rent service/law needs
Vs current law revenues

Many subjective assumptions possible

Alnacurrentyearreview 0i t s enact e
updated spending & revenue estimates
Usually most straight forward calculation




FY 2021 Budget Deficit

A FY 2021 deficit is unique problem with no
enacted budget as base

A Starting point & included items critical

Current law/current service
I Assumes no law or policy and program changes
I Fully funds education & local aid, provider rate increases

Governorodos FY 2021 Jan bud

I New revenues, programs and spending reductions?
I Assembly budget uses this as starting point for changes

0OStatutor YwCdrend@let 0O

iILesser of FY 2020 or Governor o
1 Spend is $360 million below Governor's FY 2021 budget
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FY 2021 Budget Deficit

A Current law/current service option

ASt art with Governor ds
remove new proposals
New fees and taxes
Enhanced program spending
New FTE
Reduction to statutory provider rates

Reductions to statutory local aid (car tax) or
level funding of other programs (distressed)



Summary - Budget Solve

Governor O0ssoveudbhg e £Y 21 | FY 20

Revenues $79.7 $16.7 $96.3
HHS Caseload/Other 57.3 7.5 64.8
UHIP Ongoing (23.1) - (23.1)
Locals 6.7 3.5 10.2

Commerce (10.3) - (10.3)
Higher Education (0.5) - (0.5)
Debt Service 3.6 2.7 6.3

New Programs/Initiatives (12.1) - (12.1)
Other Adjustments (3.8) (2.9)




Budget Status — May HFC

FY2020 | FY2021 | Total

REC/CEC Impact to

Gov. Budget $235.8 $579.1 $814.9
New Issues 12.9 38.6 $51.5
Increased Budget

Gap Solve $248.7 $617.7 | $866.4
$ in millions

A Each year likely requires different
approach for solving problems
A Assumes Gov. initiatives are approved
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Budget Status — June (ish)

Restated Current Service | FY 2021 ) )
A Rough scoring

Budget Gap y

REC/CEC Impact to O ISSljjeSh

Gov. Budget a_troun t e_

Slater Hospital federal time of revised

funds budget

Exclude all Gov. new gnactment

revenue & initiatives A Excludes CRF

Repay RICAP for Rainy personnel cost
shift in supp.

Day Fund

Total $900

$ in millions

12



Budget Status -November

Big Changes Since June

Closing/REC/CEC Changes

Revised impact of reversing items

FMAP extension (non CEC)

CRF Personnel Cost Relief o current year

Q1 Workshare/ Turnover & Operating Savings
Post 12/30 COVID Costs

Subtotal

FY 2021

$(562)
(50)
(16)
(145)

(23)
171
$(625)

Remaining Gap vs June O0Cur | 8278

$ in millions
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Summary

A Economic Forecast

A Revenue Changes

A Closing and Current Year
A Including Caseload

A COVID Relief

A Risks and Opportunities

A Issues and Options
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Economic Forecast



Economic Forecast

A Revenue Estimating Conference adopts
a consensus economic forecast

A It takes testimony from IHS Markit

A The firm builds U.S. macroeconomic models
from which 1t derives its Rhode Island
forecasts

A Updated in November
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Economic Forecast

A November forecast more optimistic
than May 2020 forecast

A Growth rates in  FY 2021 for personal
Income, wage & salary, personal
consumption projected to be higher

A However, same growth rates projected to
be lower for FY 2022
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Economic Forecast

A Forecast assumptions

A Congress will extend spending bill to avoid
shutdown

A Additional federal stimulusin 4 ™ quarter 2020

Smaller than prior ones
$300 additional weekly Ul benefit
Stimulus checks in 4 ™ quarter

A This did not occur BUT economists expect
something will pass 0 impacts slip one
guarter
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Forecast Changes

Selected Concepts FY 2020| FY 2021 FY 2022

Nonfarm Employment & jobs in thousands
May 2020 480.3 421.6 475.8
November 2020 484.8 475.6 492.1
Change 4.5 54.0 16.4
Wage & Salary Income Growth %
May 2020 -3.7 -7.2 16.2
November 2020 -0.3 2.5 5.3
Change 3.4 9.7 -10.8
Unemployment Rate %
May 2020 7.4 15.9 7.5
November 2020 6.6 8.9 6.2
Change -0.8 -7.0 -1.3




Revenues



Revenvues

A Revenue estimates are driven by
trends, collections to date, and the
economic forecasts

A lImmediate impact of COVID  -19 related
restrictions @ near term

A Sustained economic impact
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Revenue Drivers : May
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Revenue Drivers: November
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Revenue Drivers: November
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November 2020
Consensus Revenue Estimates
FY2020 | FY2021 |Change | FY2022 | Change
Reported Rev. to May | Estimate | to FY 21
Personal Income  $1,405.5 $1,450.4 $154.6 $1,439.1 $(11.3)
BusinessTaxes 478.2 458.2 40.0 470.3 12.1

Sales & Use Taxes 1,326.2  1,390.8 128.6 1,439.6 48.8

Other Taxes 70.0 73.9 13.5 67.2 (6.7)
Total Taxes $3,280.0 $3,373.3 $336.7 $3,416.2  $42.9

Departmental 435.2 390.0 (13.0) 249.0 (141.0)
Other Misc. 52.8 10.3 (1.7) 12.2 1.8
Lottery 283.9 272.5 7.3 356.3 83.8
Unclaimed Prop. 12.1 10.3 11.3

$ in millions




